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FEDERAL ELECTION COMMISSION

999 E Street, NW

Washington, DC 20463
FIRST GENERAL COUNSEL’S REPORT

COMPLAINANT:

RESPONDENTS:

SOURCE:
RESPONDENTS:

RELEVANT STATUTES:

INTERNAL REPORTS CHECKED:

FEDERAL AGENCIES CHECKED:

L INTRODUCTION

MUR: 6314
DATE RECEIVED: June 15, 2010
DATE ACTIVATED: December 7, 2010

EARLIEST SOL: February 12, 2015
LATEST SOL: Ongoing

Melanie Sloan, Citizens for Responsibility and
Ethics in Washington

Gregory Brown
Gregory Brown for Congress and Carol Bausinger,
in her official capacity as treasurer

RAD REFERRAL: 10L-09
DATE REFERRED: October 18, 2010
DATE ACTIVATED: December 7, 2010

EARLIEST SOL: February 12, 2015
LATEST SOL: Ongoing

INTERNALLY GENERATED

Gregory Brown for Congress and Carol Bausinger,
in her official capacity as treasurer

2U.S.C. § 433(a)
2 U.S.C. § 434(a)
2 U.S.C. § 434(b)
11 CFR. § 104.12

Disclosure Reports
RFAI's

None

These matters involve various alleged reporting violations by South Carolina

congressional candidate Gregory Brown and his principal campaign committee, Gregory Brown

for Congress and Carol Bausinger, in her official capacity as treasurer (“Committee™). The June
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15,2010, MUR 6314 complaint alleges that Respondents failed to file both the 2010 April

Quarterly and 12-Day Pre-Primary Reports. The Committee actually filed the 2010 April and
July Quarterly Reports on June 10, 2010, five days befare the Commission received the
complaint. On June 20, 2010, the Committee also filed amendments to the April and July
Quarterly Reports. Information from the initial disclosure reports indicates that Respondents
also flied the Committee’s Statement of Organization at least two months late.

In RR 10L-09, the Reports Analysis Divisicn (“RAD") refermd the Cemmitttre to the
Office of Genmml Coursel for consideration of three issues reganling the 2010 April Quarterly
and July Quarterly Reports:

¢ The 2010 April Quarterly Report - the Committee’s first report — discloses an initial cash
balance of $10,000 without disclosing the source of that balance.

e The Amendnd 201G Agrii Quarterly Raport discioses @ nenative ending cash-an-hand
balance of $54,118.45.

o There is an unexplained discrepancy of $54,118.45 between the ending cash-on-hand
balanee disclosed in the Amended 2010 April Quarterly Report and the beginning cash-
on-hand balance disclosed in the 2010 July Quarterly Report.

In response to the RAD Referral, Respondents acknowledged accounting errors, but asserted that
there was no inappropriute use of funds.

Wi meaciamead that the Commissien opon a MUR in connemiion with RR 101-09 and
merge it with MUR 6314. We also recomnmnd that the Commission find reason to believe that
Gregory Brown for Congress and Carol Bavsinger, in her official capacity as treasurer, violated
2 U.S.C. §§ 434(a), 434(b), and 433(a) by failing to timely file the 2010 April Quarterly and
2010 12-Day Pre-Primary Reports, failing to properly disclose the source of contributions and
the existence of debts owed by the Committee, and failing to timely file a Statement of

Organization. Additionally, we recommend that the Commission find no reason to believe that

the candidate, Gregory Brown, violated 2 U.S.C. § 434(a) and close the file as to him.
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II. FACTUAL AND LEGAL ANALYSIS

A. Factual Background

Gregory Brown was a candidate in the June 8, 2010, South Carolina primary election,
seeking the Desnocratic nomination to represent the state’s Sixth Congressional District in the
U.S. Heuse of Representatives. On Felseuary 1, 200, Mr. Brown filed a Stateusent of Cundidacy
with the Cammnission that designated the Cammittee zs his principal campaign committee. The
Comumittee filed its Statement of Organization on April 26, 2010.

The Committee has filed the following disclosure reports with the Commission:

Table 1. Reports Filed with the Commission
Date Report
6/10/10 | April Quarterly Report
6/10/10 | July Quarterly Report
6/11/10 | July Quarterly Report (Amended)
6/20/10 | April Quarterly Repart (Amended)
6/20/10 | July Quarterly Repart (Amended)
7/28/10 | Termination Report
11/7/10 | Termination Report
1/4/11 Termination Report
2/9/11 Termination Report

The Committee attemp'ted to termiziate after Mr. Brown loat thie primary election, but RAD
informed the Committee that it needed to resolve outstanding discrepancies in its reports before
it could terminate.
1. MUR 6314
Complainant alleges that Respondents knowingly and willfully violated 2 U.S.C.
§ 434(a)(2)X(A)(i), (iii) and 11 C.F.R. § 104.5(a)X1)(i), (2)i) by failing to file both the 2010 April
Quarterly and 12-Day Pre-Primary Reports.
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Respondents admit that the disclosure reports were untimely. Respondents maintain that

any delays in filing the required reports were “not the result of any intentional or willful

misconduct,” and they now have filed all required reports. See Response. Without providing
any specific information, Respondents claim that they mistakenly relied on information provided
by the state political party. They also claim, again without providing any specific information, to
have relied on information the Commission provided to them regarding filimg requireazents.'
Respasdexns furtiier aiim that they reincamd thoir campaign hradseanets, which nanitead in lost
mail and “temporary loss af full communication.” @l
2. RR 10L-09
On July 1, 2010, RAD sent the Committee two Requests for Additional Information
(“RFATI’s") regarding the 2010 April and July Quarterly Reports, respectively. The Committee
has not yet filed a response to these RFAI's; however, the Committee’s treasurer contacted a
RAD Analyst on July 27, 2010, to inquire about the process for terminating. Between September
3, 2010, and September 28, 2010, RAD Analysts made several attempts to contact the
Committee to notify them of potential Commission action. However, as the Committee’s phone
numbers end e-mail addrezses were ro longer in service, RAD left 2 megsage at Mr. Brown's
busiomzs, Keystone Enterpriame, which was not retxmed.
On October 18, 2010, RAD referred tha Comniittae: ta the Office of General Coursel for
the following reporting violations:
e Failing to correct an initial cash balance of $10,000 on its 2010 April Quarterly -
Report, the first disclosure report filed with the Commission. Both the original

and Amended April Quarterly Reports reflect this balance, and neither includes a
supporting schedule disclosing the source of this initial balance.

' RAD Analysts reeord all communications with committees, and fiere is no record of the Committoz

contacting RAD until July 27, 2010, diter it had filed the Amended 20210 Aztil md July Quarteely Brports.




11044303798

OOV NAWLMBEWN -

b pd el bed b ek b
B B 8 % & 3 &8 & 2 © o =

23
24

MUR 6314/RR 10L-09 (Gregory Brown for Congress)
First General Counsel’s Report
Page 5

¢ Failing to correct a negative ending cash-on-hand balance on its April 2010
Quarterly Report. The April Quarterly Repurt filed on June 10, 2010, discloses a
negative eonding cosh-on-hacd thlance of $35,164.65; the arnaxied mapert, filed
ten days later, discloses o negative eading aash-on-hand balance of $54,118.45.

~e Failing to correct a cash-on-hand balance discrepancy between two c;nsecutive
reports: while the Amended 2010 April Quarterly Report discloses a negative
ending cash-on-hand balance of $54,118.45, the 2010 July Quarterly Report
discloses a beginning cash-on-hand balance of $0.00. The Amended 2010 July
Quarterly Reports also disclose a $0.00 beginning cash-on-hand balance.

On December 16, 2010, the Comunittue zegmamied to the notifiextion of tie refexral by
contending that the cantlidate depositedfhoorigimlﬁmdainﬂwcampaicu account, and
thereafter the campaign ran a segative balanae to be paid by the candidate himself. The
Committee acknowledges that there may have been accounting defects, but assexts that there was
no inappropriate use of funds.

B.  Legal Analysis

Under the Federal Election Campaign Act of 1971, as amended (“the Act”), an individual
becomes a candidate for federal office when his or her campaign exceeds $5,000 in contributions
or expenditures. 2 U.S.C. § 431(Z). Based on its Amended 2010 April Quarterly Report, it
apprass that the Comumittee excexxled the $5,000 threshold on February 2, 2010, when it made a
$10,600 disbursernent to Steven Fooshe & Assosial=s for a “campeign questionnaire.”?
Aconndngly, Mr. Brown was & concidure fos federal uffice on Febrmury 2, 2010, whick was the

day «fter the Cormmission recaiwved Mr. Bravm’s Statament of Candidacy.

2 Although the Amended 2010 April Quarterly Report discloses the $10,000 disbursement on February 2,
2010, it discloses only $400 in contributions for the entire reporting period, in addition to the initial $10,000 cash
balance. It is possible that the Committee may have exceeded the $5,000 contribution threshold before February 2,
2010, through an undisclosed transaction, but there is no information to indicate the nature or amount of this
potential undisclosed transaction.
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1. MUR 6314: Timeliness of Disclosure Reports

Political committee treasurers are required to file reports of receipts and disbursements in
accordance with 2 U.S.C. § 434(a). A principal campaign committee of a candidate for the U.S.
House of Repre;é;t'atives, in any ;:alendar year during which there is a regularly scheduled- h
election for which its candidate is seeking election, shall file quarterly reports no later than the
15th day after the last Gay of cach calendar quarter. 2 U.S.C. § 434(a)(2)(AXiii). Furthermrore,
suclt commiitee shall fitc a pm-elention report nv later tinmn the 12th day befare any election in
which such carsdidete is seeking electisn. 2 U.S.C. § 434(a)(2)(A)(0).

The Commitiee was required ta file the 2010 April Quarterly Repost by April 15, 2010.
However, the Committee actually filed this report, which disclosed $400 in receipts and
$45,564.65 in disbursements (later amended to $64,518.45 in disbursements), on June 10, 2010 -
56 days late. Similarly, the Committee was also required to file a report no later than twelve
days before the June 8, 2010, primary in which Mr. Brown was a candidate. This report, due
May 27, 2010, should have covered the period from April 1, 2010, to May 19, 2010. To date, the
Committee has not filed this report; however, the same period of activity was eventuaily covered
by the 2010 July Quarterly Repert, which disclosed $300 in receipts (later amrended to $24,300)
and $20,504.72 in dishursanents (later amesided to $39,366.89) that sheulid hzve been disclosud
on the pre-primary repart.

Although the Commiittee failed to timely file the 2010 April Quarterly Report and failed
to file the 2010 12-Day Pre-Primary Report, there is no information to indicate either that these
violations were knowing and willful, or that the candidate, Mr. Brown, was personally liable for
the Committee’s failure to file timely disclosure reports. Accordingly, we recommend the
Commission find reason to believe that Gregory Brown for Congress and Carol Bausinger, in her

official capacity as treasurer, violated 2 U.S.C. § 434(a)(2)(A)i) and (iii). We also recommend
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the Commission find no reason to believe that Gregory Brown violated 2 U.S.C.

§ 434(a)(2)(A)(i) and (jii) and close the file as to him.
2. RR 10L-09: Content of Disclosure Reports

The Act requm political commit'tees to report the amount of cash-on-hand at the
beginning of the reporting period, as well as identify each person who makes aggregate
contributions in excess of $200 in an election cycle. 2 U.S.C. § 434(b)(1), (3). Commission
regalations further charify that committeas which have cesh-on-hand at the time ef their
registration shali disclose the sources of such funds an thair first report. 11 C.F.R. § 104.12.
Based on the information provided in the referral, the response, and the Committee’s disclosure
reports, it appears that Mr. Brown initially made a personal $10,000 contribution to the
Committee, which the Committee disclosed as an initial cash balance on its first report.
However, by faili:ig to disclose Mr. Brown as the source of its initial $10,000 cash balance, the
Committee violated 2 U.S.C. § 434(b) and 11 CF.R. § 104.12.

The Act also requires that reports disclose the amount and nature of outstanding debts
and obligations owed by the political committee. 2 U.S.C. § 434(b)(8). Based on the referral,
the response, and disclosure reports, it appears that the Committes incurzed $54,118.48 in debt
and eejeorted it us & megative cash balsnce insmead of as a debt ar obligation. By failieg to
discloae this $54,118.48 as dzbt, the Cammittes violatad 2 U.S.C. § 434(b)(8).

Finally, the disczepancy between the ending cash-on-hand balance on the Amended 2010
April Quarterly Report (-$54,118.45) and the beginning cash-on-hand balance on the 2010 July
Quarterly Report ($0.00) could indicate that the Committee failed to disclose all contributions,
offsets, and operating expenditures in violation of 2 U.S.C. § 434(b)(7). However, it appears that
this discrepancy is attributable to the misreported debt discussed above: if the Committee had
reported $54,118.45 as debt on its Amended 2010 April Quarterly Report, its ending cash-on-
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hand balance would be $0.00, which would match the beginning cash-on-hand balance reported
in the 2010 July Quarterly Report. Thus, the discrepancy does not appear to be a separate
violation of 2 U.S.C. § 434(b)(7). Accordingly, we recommend the Commission find reason to
believe that Gregory Brown for émm and Carol Bausinger, in her official capacity as
treasurer, violated 2 U.S.C. § 434(b)(1), (3), and (8) and 11 C.F.R. § 104.12. |

3. Late Statement of Organization

Based on the informatimn in its disclasure repants, the Committee appears to have filed its
Statement of Qrganizntion lats. A candidata’s autharized priacipal campaign committee is
required to file a Statement of Organization within ten days af designation. 2 1I.S.C. § 433(a).
Mr. Brown designated the Committee as his principal campaign committee on February 1, 2010;
therefore, the Committee should have filed its Statement of Organization by February 11, 2010.
Instead, the Committee file'd its Statement of Organization on April 26, 2010 - 74 days late.

The _Commission has pursued violations for late-filed Statements of Organization where
the respondent committee also failed to file its Statement of Candidacy and first disclosure report
on time, see MURs 5363 (Sharpton), or where the Commission also pursued other reporting
violstions, see MURs 5334/5341/5524 (Marilyn F. O’Grady). The Commission has previously
disoiesed late-filed Statement of Osgenization violatians in tnattezs witore tire respendent
comnutittec had filed its first disclemsts repost on time, see MUR 5251 (Joe Rogers), ar where the
Commission also dismissed ar found no reason to believe as to the accampanying reporting
violations, see MUR 6292 (Joe Walsh) (Commission dismissed several allegations and issued a
letter of caution). Here, the Committee failed to file its first disclosure report on time, and we
are recommending that the Commission pursue this and other reporting violations. s0 it would be

consistent with precedent to pursue the § 433(a) violation. Accordingly, we recommend the
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Commission find reason to believe that Gregory Brown for Congress and Carol Bausinger, in her

official capacity as treasurer, violated 2 U.S.C. § 433(a).
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IV.

RECOMMENDATIONS

1. Open a MUR in RR 10L-09 and merge it into MUR 6314.

2, Find reason to believe that Gregory Brown for Congress and Carol Bausinger, in
her official capacity as treasurer, violated 2 U.S.C. §§ 433(a), 434(a), and 434(b),
and 11 C.FR. § 104.12,

3. Find no reason to believe that Gregory Brown violated 2 U.S.C. § 434(a) and
close the file as to him.

4, Approve the attached Factual & Legal Analysis.
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1 7. Approve the appropriate letters.
2
3 P. Christopher Hughey
i g Acting General Counsel
6 e
7 _3(Yn BY:
8 Date Stephen Gura
9 Deputy Associate General Counsel
10
12
13 Mark Shonkwiler
14 Assistant General Counsel
15 .
16 /%L
17
18 Margaret Ritzert
19 Attorney
20
21
22
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